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Internal Revenue Service Department o the Treasury S
District Director P.O. Box 2508 . .

. Cincinnati, OH 45201 . m
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Aoy 08 1993,

Dear Sir or Madam:

We have considered your appllcatlon for rerognltlon of exemptlpn from
Federal income tax under the provisions of section 501(c) (6) of the

‘Internal Revenue Code of 1986 and its appllcable Income ‘Tax
Regulations. ~—a

Consideration was given as to whether you qualify for exemption under
other subsections of section 501(c) .of the tode, and we have concluded
that you do not. R

As your organization has not established exemption from Federal income
tax, it will be necessary for you to file an annual income tax return
on Form 1120 since you are a corporation. :

If you are in agreement with our proposed deni=al, pIease Sign and

return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Action.

You have the rlght to protest this proposed determination if you
believe that it is incorrect. To protest, you should submit a written N
appeal giving the facts, law and other information to support your ?
position as explained in the enclosed Publication: 892, "Exempt
Organizations Appeal Procedures for Unagreed Issues." 'The appeal must.
be submitted within 30 days from the date of this letter and must be
signed by one of yomur principal officers. -You may request a Hearing
.—; With a member of the office of the, Reglonal Director of Appeals when
you file your appeal. If a hear;ng is requested, "you-will be contacted
to arrange a date for it. The hearing may be held at the Regional
Office, or, if you request, at any mutually convenient. Dlstrlct Office.
If you are to be represented by someone who is not one of your
principal officers, he or she must file a proper power of attorney and
otherwise qualify under our Conference and Practice Requirements as set
forth in Section 601.502 of the Statement of Procedural Rules. See
Treasury Department Circular No. 230, ©
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Enclosure I

Information submitted establishes that you were incorporated on
, under the laws of the State of HINE.

The Articles of Incorporation state your pufpoéés are:

(a) to promote industrial sites for employment growth in
I county, I, and to regulate the orderly
growth and scenic environment of the industrial park. The
corporation will also own the "common areas" of the park.

The Articles state that there shall be one (1) class. of membership in
the Corporation and that all members shall be entitled to vote on all

matters. The Bylaws ‘define members as those persons and other legal
entities who own property in :

The application=-disclos:ge that your sole activity is to maintain the
common areas of * N vas the
original land-owner of this NIl acre complex on behalf of its
owner/occupants business park. Its intention was to promote .

industrial sites for employment growth in NI county. Now the
majority of the land has been purchased by various companies (members
oc Il ) . The responsibilities for
maintaining the common areas has been assigned by IR to
I

Although you were incorporated on , you had no financial
activity for lll. Income for I and reflect income from the

members/occupants and interest. Expenses are for insurance,
maintenance of common areas and labor, equipment costs, security,
utilities, real estate taxes and other miscellaneous.

You will collect dues from the members which is used to cover expenses
of maintaining common streets, the. storm water detention areas and
entrance .signs in a manner which will promote your businesses -and .
maintain property values in the industrial park. All other ‘properties
are the owners' responsibilities to maintain. -

-y~

Section 501(c) (6) of the Code provides exemption from Federal income’
tax of business leagues, chambers of commerce, real~estate boards,
boards of trade or professional football players), not organized for
profit and no part of the net earnings of which inures to the benefit
of any private shareholder or individual.

Section 1.501(c) (6)-1 of the Regulations states that a business league
is an association of persons having some common business interest, the
purpose of which is to promcte such common business interest and not
to engage in a regular business of a kind ordinarily carried on for
profit. It is an organization of the same general class as a chamber
of commerce or board of trade. Thus, its activities should be
directed to the improvement of business conditions of one or more
lines of business as distinguished from the performance of particular
services for individual persons.
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Enclosure I continued

Revenue Ruling 59-234, 1959~2 C.B. 149 discusses whether the operation
of a multlple listing system by an otherwise exempt real. estate board
will cause it to be denied exemption from Federal income.taXx under
section 501(c)(6) of the Code. This ruling found that such an” activity
is 1nherent1y designed for the rendering of particular serv1ces for
individual members and that it constitutes a ‘regular business of"a kind
ordinarily carried on for a profit. The ruling concluded, ‘therefore,
that where the primary purpose or activity of a real estate board is
the operation of a multiple listing system, the organlzatlon does not
gualify ‘tnder section 501(c) (6) of the Code.

In Revenue Ruling 67-182, 1967-1 C.B. 141, it was held that an
organlzatlon whose only activity is prov1d1ng a reference library of
"electric logs", maps and information services uséd solely by its
members in thelr oil exploration businesses is not exempt from Federal

Income tax as an-organlzatlon described in section 501(c) (6) of the
Internal Revenue Code of 1954.

Since you are malntalm.ng the common areas of HIINEEIEIEIEINGEGEGENE
B for your members, you are similar to both Revenue Rulings
67-182, 1967-~1 C.B. 141 and 59-234, 1959-2 C.B. 149 which state that
if an organization is providing particular services to its.members,
then the organization will be excluded from exemptlon from Federal

Income tax as an organization described in section 501(c) (6) of the
Internal Revenue Code of 1954.

A determination has also been made as to whether or not you qualify as
a social welfare organization under section 501(c) (4) of the Code.

Section 501(c) (4) of the Code provides, in part, that civic leagues or
organizations not organized for profit but operated exclusively for the
promotion of social welfare gualify for recognition of exemption.

Section 1.501(c) (4)-1(a) (2) (i) of the regulations provides, :in part,
that: 3 L
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«se.an organizatlon is operated exclus1vely for the promotlon
of social welfare if it is primarily engaged in-promoting in
some way the common good and general welfare of the people of
the communlty. An organization embraced within this section
is one which is operated primarily for the purpose of bringing
about civic betterments and social improvements....

In Revenue Ruling 72-102, 1972-1 C.B. 149, it was held that a member-
ship organization formed by a developer to administer and enforce
covenants for preserving the architecture and appearance of a hou51ng
development and to own and maintain common green areas, streets, .and
sidewalks for the use of all development residents was exempt under
section 501(c)(4) of the Code.




. described 1n sectlon 501(c)(4) of the Code.

' Enclosure I continued

Revenue Ruling 74=«99,-1974~1 C.B. 131 which modified and clarlfled

Revenue Ruling 72~102 provides in part that a homeowners assoclatlon,
to qualify for exemptlon under section 501(0)(4) Of "the Code,” “(1) must
serve a "“community" which bears a reasonable recognizable relationship

to an area ordinarily identified as governmental, (2) must not conduct” T

act1v1t1es dlrected to the exterlor malntenance of prlvate re51dences,

for the use and enjoyment of the general- publlc. ‘The, Reﬁenue Ruling,.
in reciting the areas and facilities owned and maintained by- the
organization, speaks only of "common qreen areas, streets, and
sidewalks." The Revenue Ruling was, by the quoted phrases, .designed to
indicate that the only areas and facilities encompassed were those
tradltlonally recognlzed and accepted as being of direct -governmental
concern in the exercise of the powers and duties entrusted to

governments to. regulate community, health, safety and welfare.

Thus, the Revenue~-Ruling was 1ntended only to approve ownership and
maintenance by a homeowners association of such areas as roadways and
parklands, sidewalks and street lights, access to, or the use and .
enjoyment of which is extended to members of the general public, as
distinguished from controlled use or access restricted to the members

of the homeowners association, as appropriate and consistent with
exemption under section 501 (c) (4).

Revenue Ruling 74-17, 1974-1 C.B. 130, states that an organisation
formed by the unit owners of a condomxnium housing project to provide
for the management, maintenance, and care of the common arzas: of-thow
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project, as defined by State statute, with memkership assessments paid

by the unit owners does not qualify for exemption.

Since you are maintaining a Il acre commercial office complex on
behalf of -owner/occupants, you are similar to the organization
described in Revenue Ruling 74-17. In addition, you are not formed to
serve a "community" which bears a reasonable recognizakle:rclatic
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to an area.ordinarily identified as governmental, and the property you

maintain is not open for the use and enjoyment of the general -public. =~

In light of these facts, you do not gualify as an organization.
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